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Abstract. This article aims to make an analysis and evaluate the factors that 
influence economic profitability, which could lead to improvement of the financial 
state of the enterprises in the agricultural sector. The object of study is the return 
on assets. Known in literature as economic profitability, this factor is important 
because it provides information about the degree of efficiency by which enterprises 
exploit their resources. Focusing on the agrarian sector on the basis of selected and 
summarized statistical data over a period of five years we have opted for a method 
of studying the direct factors determining economic profitability. To define the 
strength and direction of change of return on assets we have measured the impact 
of the efficiency from using non-current assets, turnover of current assets and the 
influence on the changes of revenue profitability. In conclusion, we describe the 
main moments and results from the realized studies in this article, by outlining the 
inferences drawn on the basis of an analysis of the agricultural sector in Bulgaria.
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1. Introduction
Agricultural industry has long traditions in Bulgaria. Apparently, this is the most 

important branch because the produced goods serve to feed the population, and 
secure the production of medications, biofuels, and many other resources needed 
for normal human existence.

The sustainable development of agriculture is a top priority as it affects the 
economic, demographic and environmental policy of each country. The industry 
is associated with problems due to the use of outdated methods and tools, lack of 
innovation and low return on income, which leads to the lagging of the sector com-
pared to EU member states (Veleva, Mondeshka & Tsvetanova, 2023).

Due to the increase in the population, farmers are forced to increase the produc-
tion of agricultural products. This requires the application of modern approaches, 
strategies and technologies to reach the so-called precision agriculture (Petropoulos 
et al., 2023).
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In recent years, the application of the cluster approach in the production and 
merchandize of grain foods has become an important instrument for the improve-
ment of economic development in this industry and a basis for enhancing competi-
tiveness of enterprises in the agricultural sector (Terzieva, 2023).

According to the Classification of Economic Activities, the agricultural industry 
with its two main branches - crop growing and livestock farming, can be allocated 
to Sector A “Agriculture, forestry and fisheries” (NSI, 2008, pp. 54 – 55).

The cost of the gross production by output prices in Bulgaria in 2022 amounts to 
12982,2 mln BGN. Compared to the previous year of 2021, there is an increase of 
2161,3 mln BGN, or 19,97%. The considerable growth resulting from this increase 
is due to the subindustry of crop growing, and to a lesser extent – to livestock farm-
ing. The gross added value measured by basic prices in this industry has reached 
5913,2 mln BGN, with an increase of 13,53% versus the previous year (NSI, 2024).

In 2022 the agricultural goods exchange of Bulgaria reaches a growth of 42,8% 
on an annual basis, with a value of 14938,8 mln EUR. The export of agricultural 
goods during the year amounts to 8269,9 mln EUR, with 36,9% above the level of 
2021. A more serious increase can be observed in imports by 50,9%. The tradition-
ally positive balance in the agricultural trade in Bulgaria has shrunk with 1,3% on 
an annual basis to 1601 mln EUR. (Ministry of Agriculture and Food, 2023, pp. 
60 – 68).

In economics, there are various profitability indicators, whereas the key is prof-
itability calculated on the basis of assets. This indicator is one of the two fundamen-
tal indicators of efficiency of asset use in the total activity of the enterprise.

Return on assets is a key indicator for the efficiency of the used assets in the 
enterprises’ activity. It is also a criterion for the profitability of the company as a 
whole, because it expresses its ability to generate profit, by using available assets 
(Todorov, 2003, pp. 15 – 21).

2. Methods
The calculation of the return on assets is made on the basis of summarized sta-

tistical data from the financial accounting reports of companies working in agricul-
ture. This sample represents 7% of stratified information of the firms in the Bul-
garian agricultural sector. For greater detail we provide an individual comparative 
analysis of the two main agrarian branches, namely crop growing and livestock 
farming. The data used cover a period of 5 years, respectively from 2017 to 2021 
(Milev, 2023).

When we speak of production, and agriculture in particular, we have to deter-
mine the main concepts related to it, i.e. those assets, which have a direct link to the 
activity: non-current and current assets.

Following the abovementioned, the calculation of economic profitability with 
the profit indicator, we shall use the net (balance) profit from agricultural produc-



120

Milev

tion, i.e. the profit from habitual activity, and for assets, respectively the sum of 
the assets. In economics this is also referred to as return on assets (ROA), and is 
expressed as a ratio between net profit (NP) and assets (A).

Equation 1. Return on assets

After obtaining the return on assets, for greater depth of the analysis we must 
calculate some additional indicators, related to the efficiency of the use of non-cur-
rent assets, return on current assets and revenue profitability.

In economic research the coefficient of the efficient use of non-current assets 
(Cnca) is also known as investment absorption coefficient (capital-output ratio) and 
is calculated as a ratio between the non-current assets (NCA) and the total revenue 
size (TR) (Timchev, 1999, pp. 204 – 207).

Equation 2. Coefficient of the efficient use of non-current assets

The coefficient of the turnover of the current assets (Ctca) is calculated as a 
relation between the current assets (CA) and the total revenue (TR). This indicator 
characterizes the rate of turnover on production assets (number of turnovers).

Equation 3. Coefficient of the turnover of the current assets
The revenue profitability (RP) is calculated as a ratio between the net (balance) 

profit (NP) and the total revenue (TR).

Equation 4. Revenue profitability

The methodology of calculating the return on assets is borrowed from 
the Dupon model and through it we have studied and analyzed the influ-
ence and power of asset change considering three factors: (Chukov, 2003,  
pp. 221 – 235).

– Influence of the efficiency from the use of non-current assets
– Influence of the turnover of current assets
– Influence on the changes of revenue profitability
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In order to determine the degree of the impact power and direction of the 
return on assets, we must define two conditional levels of profitability, namely:  
(Chukov, 2020).

Equation 5. Conditional levels of profitability
where (0) and (1) are respectively the values of the basic and current year.

The influence of efficiency from the use of non-current assets (INFnca) is calcu-
lated as a difference between the first conditional profitability and the basic return 
on assets.

Equation 6. Influence of non-current assets
The influence of the turnover on current assets (INFtca) is calculated as a differ-

ence between the second and the first conditional return on the assets.

Equation 7. Influence of return on current assets

The influence on the changes of revenue profitability (INFrp) is calculated as 
a difference between the current profitability and the second conditional return on 
assets.

Equation 8. Influence of revenue profitability

3. Discussion of the results
The results from the return on assets for the agricultural sector have been grouped 

in two tables, respectively for crop growing (Table 1) and livestock farming (Table 2).  
The values of the main factors that influence the return on assets appear as net 
profit and assets. For greater detail, the absolute changes over the period have been 
calculated, as well as the impact of the three factors, respectively from the effective 
use of non-current assets, the turnover of current assets and the changes in and 
profitability of revenues.
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Table 1. Asset profitability in the crop growing sector for the period 2017 – 2021

CROP GROWING
Amount (thousand BGN)

2017 2018 2019 2020 2021

Net (balance) profit 124176 118331 104209 122766 295415

Assets 1494597 1578829 1685644 1706646 1917203

     Non-current assets 861769 906059 977329 992898 1040746

     Current assets 619005 656316 686463 695856 858706 21/17

Return on Assets (ROA) 8,31 7,49 6,18 7,19 15,41  

Abs. change compared to 
the previous year   -0,81 -1,31 1,01 8,22 7,10

Total Revenue 895666 901036 919771 949983 1196802  

Revenue Profitability 13,86 13,13 11,33 12,92 24,68  

Coefficient of the efficient 
use of non-current assets 0,96 1,01 1,06 1,05 0,87  

Coefficient of the turnover of 
the current assets 0,69 0,73 0,75 0,73 0,72  

Influence of the efficiency 
from the use of non-current 
assets   -0,14 -0,16 0,14 0,87 0,57

Influence of the turnover of 
current assets   -0,18 -0,07 0,05 0,08 -0,15

Influence on the changes of 
revenue profitability   -0,50 -1,08 0,82 7,27 6,67

Cumulative influence of the 
three factors -0,81 -1,31 1,01 8,22 7,10

From the data in Table 1, it is inferable that there is a negative change in 
the return on assets during the first two periods (-0.81; -1,31), compared to the 
end of the period, when the values are positive and reach their highest levels 
in 2021 at 8,22 percentile points, i.e. for each 100 BGN of assets the balance 
profit has increased by 8,22 BGN. This increase is due to the following three 
factors:

– As a result of the efficient use of non-current assets, the return on assets has 
increased by 0,87 points.
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– An acceleration of the turnover on current assets is observed, leading to an in-
crease in the return on assets by 0,08 points.

– As a result of the growth of the revenue profitability, the return on assets has 
increased by 7,27 points.

When we summarized the data from the crop growing sector, we showcased that 
the change in economic profitability at the end of the studied period (2021) compared 
to the initial (2017) has led to an increase of 7,10 percentile points. This positive result 
was a consequence of the increased effective use of non-current assets by 0,57 points, 
the delay of the turnover of current assets by 0,15 points and the positive impact of the 
changes in revenue profitability, which resulted in an increase of 6,67 points.

Table 2. Return on assets in the livestock sector for the period 2017 – 2021

LIVESTOCK FARMING
Amount (thousand BGN)

2017 2018 2019 2020 2021

Net (balance) profit
40629 29558 34399 31156 29230

Assets
460659 484800 465557 469567 494101

     Non-current assets
219309 234403 231711 251970 275967

     Current assets 238803 247518 231331 214124 214392 21/17

Return on Assets 8,82 6,10 7,39 6,64 5,92  

Abs. change compared to the previous 
year   -2,72 1,29 -0,75 -0,72 -2,90

Total Revenue 349395 361018 365255 363456 391201  

Revenue Profitability 11,63 8,19 9,42 8,57 7,47  

Coefficient of the efficient use of non-
current assets 0,63 0,65 0,63 0,69 0,71  

Coefficient of the turnover of the current 
assets 0,68 0,69 0,63 0,59 0,55  

Influence of the efficiency from the use of 
non-current assets   -0,09 0,11 -0,29 -0,01 -0,45

Influence of the turnover of current assets   -0,01 0,26 0,24 0,22 0,90

Influence on the changes of revenue 
profitability   -2,61 0,93 -0,71 -0,92 -3,36

Cumulative influence of the three factors -2,72 1,29 -0,75 -0,72 -2,90
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From the values in Table 2 it is notable that the change in economic profitability 
has a positive value only in 2019 and amounts to 1,29 percentile points. The other 
years mark negative values of this indicator, with a lowest point at the beginning 
of the studied period: -2,72. For 2021, the values of -0,72 percentile points were 
measured, meaning that per each 100 BGN of assets, the balance profit has been 
reduced by 0,72 BGN.

The positive result of 1,29 points in 2019 is a consequence of the impact of three 
factors:

– As a result of the effective use of the non-current assets, the return on assets 
has increased by 0,11 points.

– The acceleration of the turnover on the current assets has led to an increase of 
the return on assets by 0,26 points.

– As a result of the increase of revenue profitability, the return on assets has 
increased by 0,93 points.

The change in the return on assets in the livestock sector at the end of the 
studied period (2021) compared to the initial (2017) has marked a decrease of 2,90 
percentile points. This decline is due to the inefficient use of non-current assets, 
which has led to a drop of 0,45 points, acceleration of the turnover of current assets, 
which has brought an increase of the economic profitability with 0.90 points and 
the negative impact of the changes in the revenue profitability, which resulted in a 
decrease of 3,36 points.

A key role in the financial analysis of the agricultural enterprises is played by the 
structural analysis, which can be used to determine the state, changes and dynamics 
of the main components on the asset side of balance sheet for the respective year or 
for a set period of time.

Due to the fact that the results obtained from the analysis of the structure, the 
assets in the crop growing and livestock farming sector have shown similar values, 
they had to be summarized in total for the entire agricultural sector.

After processing the initial data, we noticed an increase of the assets on the 
balance sheet by approximately 4% per each year versus the previous one, with the 
biggest growth in 2021, when the increase reached approximately 11%. The change 
at the end of the period compared to the beginning amounted to nearly 24%. This 
increase of the assets of the balance sheet was due mostly to the growth of the non-
current assets by 12%, the increase of the current assets by 11% and the increase of 
the expenditures for future periods as part of the assets on the balance sheet by 1 %.
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Figure 1. Structure of the assets on the balance sheet in the agricultural sector 
during the period 2017 – 2021

From the data illustrated in Fig. 1, it is apparent that the greatest relative share 
in the structure of the assets on the balance sheet is occupied by the non-current 
assets which during the studied period amounted to about 55%. They are followed 
by the current assets, which are approximately 44%, and last, the smallest relative 
share in the assets on the balance sheet belongs to the costs for future periods – 1%. 
Data for the recorded, but uncalled capital are unavailable for the agricultural sector 
over the studied period.

A considerable importance for the financial management in each enterprise is 
given to the analysis, evaluation and dynamics of assets. During the analysis of the 
main items in the asset side of the balance sheet, a greater absolute and relative 
increase of the non-current assets is observed in comparison to the increase of the 
current assets, which predisposes lower financial maneuverability. This is proven 
by the waning relative share of the current assets. The lack of uncalled capital has 
a positive aspect and is based on actual financial contributions.

4. Conclusion
The challenges in the sector are related to creating sustainable agriculture 

through efficient production of agricultural produce, supporting innovations, im-
provement of the environment and preservation of the biodiversity. The solutions 
for tackling these global challenges are related to improving scientific research and 
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innovation in this area. The investments and training of people employed in this 
activity are a key factor for more profitable agriculture.

The results from the change of return on assets under the influence of the studied 
factors in the crop growing industry increased, and at the end of the period they 
reached positive values. This increase to a great extent is due to the changes in 
revenue profitability.

The change in return on assets in the livestock sector had varying values, show-
ing negative ones at the end of the period. They incurred as a result of the inefficient 
use of the non-current assets, as well as from the changes in the revenue profitabil-
ity. 

In a structural sense, it is apparent that non-current assets occupy the greatest 
relative share in the asset side of the balance sheet. The greater absolute increase 
of the non-current assets compared to the growth of current assets allows a reduced 
financial maneuverability.
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